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Among some recent steps to support primary care, the Affordable Care Act provided a 10 % increase in Medicare payment rates for primary care services. The undervaluation of preventive care and care coordination has led the Centers for Medicare and Medicaid Services (CMS) to endorse additional codes for managing transitions of care from a facility-based setting to the community. Care transitions involving moderate to high complexity decisions can now be billed separately from other E&M services. Non-face-toface communications, such as telephone and email, have been included as a component of the transitions of care codes, reflecting the significant work required in providing care management. A proposal has also been put forth by CMS to pay for non-face-to-face, complex, chronic care management services for Medicare beneficiaries who have two or more significant chronic conditions. Complex, chronic care management services would include the development and revision of a plan of care, communicating with other treating health providers, and medication management. All this will help, but continuing recalibration of relative value units (RVUs) is essential to ensure that these services are appropriately valued.
With its fourth recommendation, the Commission recognized that for this recalibration to occur, annual valuations should be increased for E&M RVUs, and that assessments for any procedural codes that may be overvalued should be frozen for a period of three years. Adjustments to RVUs by CMS must be cost neutral by law. In most years, RVU adjustments associated with E&M services have been lower than those for procedures, although the work effort needed for many procedures diminishes as physicians gain experience. New procedures are often initially assigned a high RVU due to the related practice expense and the input cost of training. Given that the time needed to perform a procedure and the associated practice expense usually decrease with experience, the Relative Value Scale Update Committee (RUC) assessments have not necessarily reflected these adjustments. CMS has the responsibility to ensure accurate RVUs, and freezing overvalued procedure codes for three years will allow it the opportunity to use outside experts and data from additional sources to reassess values.
To further recalibrate the existing FFS structure, through its fifth recommendation the Commission endorsed equivalent payments across alternative delivery systems. The physician fee schedule payment to an office-based provider is generally higher than the payment to a provider performing a similar service in a hospital-associated outpatient department. When a service is provided in a hospital-based facility, however, Medicare makes a separate payment to the facility in addition to the physician's fee, which makes the total reimbursement for a facility service much higher than the amount the physician in the office-based setting would receive from the physician fee schedule alone. A recent report by the Medicare Payment Advisory Commission (MedPAC) identified 66 groups of services frequently performed in freestanding offices for which reducing payment differences between settings would reduce program spending and beneficiary cost sharing by $900 million per year. The report further identified 12 groups of services performed in ambulatory surgical centers (ASCs) that would lead to $600 million annual savings if outpatient hospital payment rates were lowered to the level of ASCs. 2 Higher facility reimbursements have also contributed to physicians moving services from office to hospital settings, leading to increased total Medicare spending and higher During that period, the proportion of cardiologists who work for physician-owned practices fell from 59 percent to 36 percent. 3 The Commission recognized that to promote transparency and fairness, Medicare should be neutral on rate setting and, in the absence of comparative outcome data, should not pay more simply because something is done in a hospital. Facility payments are often used to subsidize other activities for safety net institutions, and alternative funding sources may need to be explored for these organizations while monitoring access.
The recognition that FFS payments have been so wholly disconnected from outcomes led to the Commission's sixth recommendation to incorporate quality metrics into negotiated reimbursement rates within existing FFS contracts. While a transition away from FFS to fixed payment models will require aligning payment with quality metrics, it will be challenging to determine appropriate outcome measures and reach consensus across health systems and payers. Quality metrics must be instituted in a way that encourages evidence-based practice and improved health outcomes for individual patients and for patient populations.
A range of efforts are currently concentrated on incorporating quality metrics into payment models, and begs the question of which measures to choose. Should the metrics of the Medicare Physician Quality Reporting System be the standard? Should the determination of appropriate metrics be left to individual states? Should each private payer make its own assessment? Many programs are in early stages of experimentation. Evaluation of these models will provide important lessons moving forward. With the significant variation in metrics deployed by multiple payers in the marketplace, however, the administrative burden on health systems is not sustainable. Providers who will be scored on these metrics may be left questioning the relevance of these measures to the health of their patients. Provider buy-in to promote behavior change may be limited by an environment that does not have targeted, consensus driven, and patient relevant outcomes. 4 Incorporating quality metrics within FFS contracts will require stakeholders to agree upon appropriate measures, harmonized across payers and systems.
Promoting quality improvement should be a high priority in all settings. The Commission's seventh recommendation acknowledged that although many recent innovations have disproportionately favored larger practices, FFS reimbursement should also encourage small practices (those having fewer than five providers) to form virtual relationships and share resources to achieve higher quality care. To support vibrant small practices that are able to embrace meaningful quality improvement strategies and participate in the innovations, the Commission recognized that virtual relationships would enable providers to retain independence, but pool their resources to provide better and more coordinated care.
Incorporating quality metrics into the existing FFS structure is a first step in moving towards fixed payment models such as bundled payments and capitation. In its eighth recommendation, the Commission acknowledged the complexity of this transition and advised that as a first step CMS target areas with the most potential for cost savings. Chronic conditions including diabetes, coronary artery disease, chronic obstructive pulmonary disease, and cerebral vascular disease represent a significant share of disease burden and have evidence-based guidelines for management. Established quality metrics may thus be more easily instituted across payers if they focus on these high cost areas that could lead to significant savings. Given the high numbers of readmissions following inpatient hospital procedures, additional cost savings could be achieved by aligning quality improvement efforts in this domain with fixed payment strategies.
Although transitioning to fixed payment models has significant potential for cost savings, the Commission acknowledged in its ninth recommendation that monitoring the impact of these payment models on physician access will be essential. To ensure that providers are not "cherry picking" patients that are low complexity and low cost, adequate risk adjustment will be critical. Moreover, continuing evaluation and monitoring efforts will be required to be certain that services are not inappropriately withheld, as this often has the greatest adverse impact on those at the lowest end of the socioeconomic spectrum with historically worse health outcomes.
Transitioning from a system based solely on FFS to one that embraces fixed payments is a paradigm shift that has already begun. This evolution will not be easy. The Commission appreciated this in its considered approach to overhauling the current underlying valuation methodology, linking FFS to quality metrics, and focusing on high yield areas for fixed payment models. This stepwise approach will be critical to enabling an improved payment system, mindful of cost, and driven by outcomes.
